
STOP 



Early Journal Content on JSTOR, Free to Anyone in the World 

This article is one of nearly 500,000 scholarly works digitized and made freely available to everyone in 
the world byJSTOR. 

Known as the Early Journal Content, this set of works include research articles, news, letters, and other 
writings published in more than 200 of the oldest leading academic journals. The works date from the 
mid-seventeenth to the early twentieth centuries. 

We encourage people to read and share the Early Journal Content openly and to tell others that this 
resource exists. People may post this content online or redistribute in any way for non-commercial 
purposes. 

Read more about Early Journal Content at http://about.istor.org/participate-istor/individuals/early- 
journal-content . 



JSTOR is a digital library of academic journals, books, and primary source objects. JSTOR helps people 
discover, use, and build upon a wide range of content through a powerful research and teaching 
platform, and preserves this content for future generations. JSTOR is part of ITHAKA, a not-for-profit 
organization that also includes Ithaka S+R and Portico. For more information about JSTOR, please 
contact support@jstor.org. 



REVIEWS 



LAUGHLIN'S CREDIT OF THE NATIONS: 
A STUDY OF THE EUROPEAN WARi 

One of the difficulties under which the social sciences, as 
contrasted with the physical sciences, have always labored is 
the impossibiUty of initiating and carrying through labora- 
tory experiments for the purpose of testing the accuracy of 
hypotheses. The experience of the past has been used to 
prove or disprove tentative theories, but these experiences 
often contain disturbing factors, and it is seldom possible by 
this means to isolate and determine the effect of a single 
factor, as can be done in an experiment in physics or chem- 
istry. In the events of the present war, however. Professor 
LaughHn finds the needed social laboratory for the testing of 
theory. Never has credit been subjected to greater shocks or 
strains than during the present struggle; never has credit 
been used on so great a scale; and never have such diverse 
methods been used to safeguard it. Here is a wonderfully 
fruitful field for observation and induction, of which Pro- 
fessor Laughlin has fully availed himself. The working of 
credit in the principal belhgerent countries is found to illus- 
trate and prove the theory of money and credit previously 
elucidated by the author in his Principles of Money. 

The book is divided into six chapters, of which the first 
describes briefly the great industrial advance achieved by all 
the European nations, but especially by Germany, during the 
thirty years prior to the outbreak of the war. Germany's 
remarkable industrial development provided the economic 
power and efficiency which made miUtarism possible. Be- 
cause Germany was energetic and thrifty she could afford the 

* Credit of the Nations: A Study of the European War. By J. Lawrence Laughlin, 
New York, 1918. Charles Scribner's Sons. Pp. xiv, 406. Price $3.50. 
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luxury of militarism, as Professor Veblen has put it. Add to 
this a colossal national ambition and the cause of the war is 
given. It was this dominating spirit which guided the use of 
the new wealth into the channels of conquest. 

In the second chapter, Professor LaughUn recapitulates 
briefly his theory of credit, and describes its functions in time 
of war. Credit is based on goods. When the war began there 
was a sudden stoppage of trade or exchange of goods. Multi- 
tudes of persons had demand liabilities falling due, to meet 
which they depended upon payment by their debtors. " If 
not able to pay in cash, because they cannot collect, can they 
offer an acceptable means of payment ? Here we find the 
crux of the whole crisis in credit brought on by the war " 
(p. 65). The methods used in England, France, and Ger- 
many to provide these " acceptable means of pasonent," to 
transmute uncollectible credits into unmediate means of pay- 
ment, are described in the next three chapters, and constitute 
the main thesis of the volimie. 

In no country was the crisis more acute than in England. 
Indeed, Professor LaughUn finds in her financial unprepared- 
ness clear proof that she did not anticipate war. While the 
Bank of England responded gallantly to the needs of the 
occasion, the joint stock banks showed the white feather and 
curtailed their loans instead of expanding them. They had a 
mass of unliquid bills and tried to protect themselves. Ac- 
cordingly the government suspended the bank act, proclaimed 
a moratorium, and authorized the issue of currency notes. 
Professor LaughUn concludes that neither of the last two 
measures was necessary and that the last was a mistake. It 
was not more money that was needed, but a setting in motion 
again of the machinery of credit. On the other hand, the 
means taken to maintain the gold standard, to stabiUze 
foreign exchange, and to guarantee the Bank of England 
against loss from bills discounted by it (involving a possible 
ultimate loss to the government of $150,000,000) are all ap- 
proved, as well as the poUcy of taxation and loans. As to the 
abiUty of Great Britain to carry the enormous indebtedness 
created by the war, the author entertains no doubt. Indeed 
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he believes the country will emerge from the conflict strength- 
ened and awakened. 

A study of conditions in France throws doubt, Professor 
Laughlin thinks, upon the widely heralded organization of 
credit in that country. Owing to the great centralization of 
banking in the Bank of France the responsibility of providing 
the necessary credit, of liquefying the assets frozen by the out- 
break of war, was thrown upon that institution. This need it 
met by increasing its discounts and advances, both to private 
businesses and to the state. But the estabUshment of a mora- 
torium, the suspension of specie payments, and the great 
increase of bank notes are held to have been unnecessary and 
ill-advised. There is in France a confusion of monetary and 
fiscal functions which contrasts strikingly with the English 
system and offers a warning to our country against money 
inflation and especially of an inconvertible paper currency. 
As to the ability of the French people to carry the prodigious 
war debt and the heavy taxation involved. Professor Laughlin 
concludes that they can do so " if nearly all the margin of 
goods produced by an energetic people over and above the 
necessaries of life " are devoted to this purpose. 

Germany, however, offers the abschreckendes Beispiel in the 
domain of credit. Through the Reichsbank which is under 
strong imperial control, the joint stock banks, the loan 
bureaus, the municipal bureaus, and the war credit banks, it 
was planned to mobilize credit so as to provide every one with 
" cash " and avoid a moratorium. Taxation was not to be 
resorted to, but the necessary funds for financing the war were 
to be obtained by temporary loans which would be repaid 
ultimately from the heavy indemnities collected from the 
conquered nations. Both the miUtary and financial plans 
have miscarried. Germany is now saddled with an enormous 
debt, an inconvertible paper money, a tremendous inflation of 
her credit, and a 50 per cent depreciation in the purchasing 
power of the mark. Professor Laughlin concludes that even 
now Germany is not solvent and that the real values behind 
the credits have shrunk in many instances so as to render the 
latter worthless. As to her ability to carry the staggering 
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burden of the war, he concludes that her racial characteristics 
will enable her to pull through and even to regain her former 
commercial position. 

In the last chapter are described the events in the United 
States which preceded our entry into the war. The move- 
ments of foreign exchange, the changes in our foreign trade, 
our loans to Europe, and the ensuing effects upon our credit 
institutions are clearly set forth. Warm approval is given the 
Federal Reserve system and the services it was able to render. 

Professor Laughlin has embodied in this volume a vast 
amount of careful research and has brought together in 
scholarly fashion a mass of scattered material. It is the more 
to be regretted therefore that he has thought it necessary to 
introduce so much that is polemical. He never loses a chance 
to belabor the " obsolete," the " archaic and fallacious " 
quantity theory of money. His interpretations of the work- 
ings of credit are colored throughout by his own theory of 
credit and money. But if allowance be made for the personal 
factor the book will be found to be the most valuable exposi- 
tion of principles and repository of information which has yet 
been produced in the domain of war finance. 

E. L. BOGART. 

University op Illinois. 



ADAMS' AMERICAN RAILWAY ACCOUNTING ' 

The author states in the preface that this book is a simple 
analysis of a standardized system of business records, and 
that it is designed to be helpful to three classes : (1) those who 
are coming to see that the truthful keeping of records is a sol- 
vent for current industrial problems; (2) accounting experts 
from foreign lands who may desire to learn American methods 
and apply them to their local problems; and (3) practical ac- 
countants, particularly the younger railroad accountants who 
did not take part in that nation-wide symposium of 1907 to 

' American Railway Accounting. By Henry C. Adams. Henry Holt & Company, 
1918. pp. 465. 



